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This study Is an attempt to evaluate two sources of equity
capital to small business; — to determine the voliarae of avail¬
able capital, the procedure for obtaining It, the limitations
of the source, and recommendations for Increasing or Improving
tho effectiveness of Its operation as a provider of equity
capital.
The Limitations
The availability of capital to small business has to be
determined from records which show the amount of loans to busi¬
ness In general or all loans to small business. Capital as
used here Is obtained from loans, guaranteed and direct, and
does not represent direct Investment In the business by the
lending agency, although, the small businessman prefers his
capital In borrowed fxinds rather than owned funds. Being an
Individualist, he does not really want Interference and re¬
straints which would ordinarily come from multiple ownership.
Significance
The most evident problem of small business Is financial
— equity capital. Previously used sources are gradually
becoming non-existent or Insufficient to meet the demands of
a growing economy. Such sources of equity capital were savings
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of the Individuals going Into business, loans from relatives
and friends, and for established concerns — plou^ed back
earnings.
Each year the capital requirements for business Increase
because of new developments In equipment and technological Im¬
provements. Taxes limit the amount of money that Individuals
have to Invest In risk ventures as well as the amount of earn¬
ings that firms are able to set aside.
Before discussing small business problems, a definition
of small business is appropriate. Amount of capitalization
does not effectively show what la small and what Is large
business. The Department of Commerce defines small business
by classifying business as to type and by using ntimber of
employees, gross sales, and receipts as yardsticks. For Manu¬
facturers. those which hire less than 100 people, have a half-
million to a million dollars of sales annually, with assets
of $250,000 are classified as small business. TOiolesalers
that have a sales.volume of $200,000 or less; Retailers. Ser¬
vice Enterprises, who receipts are within $50,000 are considered
small business.
Small business has always shown a high birth rate, but
the mortality rate Is Just as hl^. In 1946, a Department, of
Commerce study was made to discover the reason for liquidation
or disposal of firms. This survey Indicated that firms classed
as failures considered lack of sufficient capital their main
problem Is 12^ of the cases.
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Just what are the capital requirements for entry into
business. They vary with the type of business. A survey of
the number of retail firms starting operation during 1945 and
1947 shows that capital requirements ranged from a low of
approximately $5,000 for Pilling Stations to a little over
$25,000 for Building Materials, Hardware, and Farm Implements.^
Significantly, Initial capital requirements were met from bank
loans, personal savings, and investments of friends and rela¬
tives.
Established flms need equity capital for expansion. The
usual source is reinvested earnings derived from contlnous and
satisfactory profits. "The observation Is frequently made
that what small business really needs Is prosperous business
O
conditions." While good management and adequate capital are
Important, a stable economy Is also of value In maintaining
profitable business.
Earlier In our economy, equity capital, apparently, was
available. Past success In supplying capital ftinds has con¬
tributed to the development of the economy In which we live.
We must therefore continue to shpply funds In proportion.to
the rate of business growth. Because fluids tend to become
^See Chart 1, Appendix.
^Jolnt Committee of the Economic Report, Factors Affecting
Stability of Private Investment. (Jovemment Printing Office,
1949, p. 134.
4
more and more institutionalized there is the tendency for
capital to flow into debt as evidenced by bonds rather than
into equity capital as evidenced by stock.
At any rate, awareness, of a problem is not enough. Small
businessmen must look at their problems realistically. Methods
of obtaining capital must also change with the economy. Some
tax laws are necessary and the problem at hand is to adjust ways
of satisfying needs to our present economy.
Methodology
Most of the data used here was taken from Congressional
Committee reports, published hearings and investigations. In¬
formation on Commercial bank loans was made available through
the survey of bank loans outstanding on November 20, 1946.
Findings of this survey were incorporated in a series of ar¬
ticles on Business Loans of Member Banks, from which portions
of this study were taken. The availability of capital was de¬
termined from the amount of loans outstanding and the yearly
percentage increase in the amount loaned by the agency.
Chapter IV, Probability of Legislation to Affect the Avail-
I ' • ■ ■■
ability of Equity Capital, waS based'on articles and data bn
proposed bills, and amendments.
Purpose
The purpose is to point up and analyze the possibilities
of financial aid to small business from existing sources, —
the Reconstruction Finance Corporation and Commercial Banks,
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to analyze the advantages and disadvantages of new and pro¬
posed legislation to remedy the so-called "capital problem"
by making more financial aid available.
CHAPTER II
RECONSTRUCTION FINANCE CORPORATION AS A
SOURCE OP EQUITY CAPITAL
The Reconstruction Finance Corporation was created by
Act of Congress In 1932 to aid In overcoming the nation¬
wide depression then tiireatenlng the country's business
structure and system of free enterprise. By providing
financial assistance to banks. Insurance companies, rail¬
roads, agriculture, commerce and Industry, RPC played an
Important part In stabilizing and supporting all branches
of business.^
RFC has loan agencies In 31 cities and applicants furnish
necessary Information to agencies nearest them. Preliminary
Information Includes amo\mt of loan desired, security, purpose
of loan, and the nature of the applicant's business. Other
Information would Include a list of the sources of loans that
the applicant has tried and whether banks will lend with RFC
participation.
All loans must be backed by sound security. Any assets of
soTind value, — Inventories stored In bonded warehouses, mort¬
gages or chattels, assignments of current receivables (accounts,
notes, or trade acceptances) are acceptable security. Fledges
or mortgages on Inventories not stored In warehouses are accept¬
able If state laws provide' that liens may be taken against such
merchandise.
Proper Security or collateral Is In^ortant but It Is not
^Information Regarding Loans to Business Enterprises and
Participations In Such Loans, Circular No. 26. RPC, p. 3.
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necessarily the determining factor in whether the loan will he
grsuited or not. Great Importance is attached to management,
soundness of enterprise, financial records of past business and
future prospects, long run view of operation, worth to communi¬
ty, and effect on employment and economic life.
In those cases where RFC participates in bank loans, the
bank carries as much as is possible. Under Deferred Participa¬
tion, upon 10 days demand notice by the bank, the RFC purchases
an agreed percentage of the \mpald balance of the loan, such
percentage is not over 70^ of loans under $100,000 and not over
60^ of loans over $100,000. Chart IX shows the amount of such
loans outstanding at May 31, 1949.
The Corporation had outstanding commitments with re¬
spect to lending activities at June 30, 1949 as follows:
(1) To participate if called upon under agreements with
banks to the extent of $173,819,000 in loans made by those
institutions. (2) To make direct loans aggregating
$221,094,000,1
This makes available to businesses approximately $395,000,000,
445^ for participation loans and 56^ for direct loans.
During the fiscal year ending J\ine 1949, 3,509 business
loans had been authorized. Of this ntunber 68% were for less
than $100,000 and are classified as small business loans.. This
is indicated in Chart III, which shows the number and amotint of
Business Loans Authorized,
The largest number of loans was in the $25,000 and under
^Annual Report and Financial Statements. Reconstruction
Finance Corporation and Subsidiaries, June 20, 1949, p. 25.
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bracket, and the next bracket,$25,001 to $100,000, contained
the next largest number of loans. Total loans to small busi¬
ness were approximately $77.5 million. Those made at the
beginning of the year tended toward equity capital uses while
those made during the latter part were used to provide working
capital. Chart 4 shows use of proceeds by amount and month.
Prom this standpoint of the businessman both typos of loans are
capital loans because to Increase working capital position, long
term loans would have to be used.
8,156 applications wore received by the Corporation
from business enterprises during the year. These appli¬
cations Involved requests for credit In the aggregate amount
of $1,456,000,000. 3,509 locms Involving commitments of
$348,900,000 were authorized by the Corporation diirlng the
year. Banks participating In 1,261 of these aggregated an
additional $39,600,000. The corporation was then Instru¬
mental In making credit available In the total amount of
$388,500,000, a substantial portion of which was authorized
to aid small business. Actual disbursements for the period
amo\mted to $174,800,000.^
Chart 5 shows the number of business loan applications re¬
ceived, approved, declined, and withdrawn. 1,216 more loans
were made In 1948 than were made In 1949 but 55^ more credit
was made available by RFC In 1949. This does not necessarily
mean that the credit market was expanded by that amount. It la
possible that previously used sources had contracted their
lending. This was a period marked by contraction of tiie market
for high-priced consumer and producer goods, growing unemploy¬
ment, Inventory reduction, and an all round lowering of prices.
^Op. clt., p. 7
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RPC has been subjected to much criticism. Most of which
evolves from the problems of small businessmen who deal with
it. Hearings before the. Sub-Committee on Banking and Cur^
rency, August 1949, were concerned with provision for expan¬
sion of present RFC policy as presented in Bill 2344. The two
features that are most pertinent to this study are: The elimi¬
nation of the present ten year limit on losui maturity, and the
extension of the amotint of f\inds available from $2,500,000,000
to $5,000,000,000.
Proposed expansion would supposedly Increase the amount of
equity capital available to small business. The extension of
the time limit would give RPC peimilssion to grant the loan, for
what each individual case seemed to merit and would give the
business a more reasonable time to amortize the loan in accord¬
ance with earnings. An increase in the amount of available
fxmds would permit the RPC to grant more loans to business and
at the same time keep up its PRMA loans.
It might be argued that passage of such a bill would not
bo in keeping with our fundamental political philosophy of pri¬
vate ownership of business. Or, if this bill is passed making
more venture eapltal available, additlonsil amendments would
have to be added equipping RPC with research engineers to in¬
vestigate the merits of the new and untried ventures.
An example of unfavorable testimony is the statement of
Earl R. Muir, President, Louisville Trust Company, on behalf of
the American Bankers Association:
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• •••Present maturities should not he removed^ Such loans
tend to become permanent equity Investments It tends to
keep the marginal or weak producer In business In competi¬
tion with the strong and ealf-rellant producer^ It might
be possible for the owners to divert from the business their
own capital Investment, leaving tiie Government as the sole
capitals
Such t&x relief which will enable small business to
accximulate and attract capital It needs as the business
grows would be a better aids
The proposed 2s5 billion dollar Increase In the Corpo¬
ration's capacity to lend may Impose a further financial
burden upon the Government now, at a time when It again has
had to return to deficit financings^
According to the Hoover Commission Report, the Government's
efforts are expended at cross-purposess The Federal Reserve
tightens credit — as a result banks don't lend, and then the
RFC lends on the basis of rejections Below are listed the
reasons for bsmk rejection of applications for loans, the per¬
centages, and portion later accepted by RFC:
Loans could not be made under banks established
policy





Type of collateral not acceptable
Banks legal loan limit wfould not permit loan
Now enterprises, or too speculative





Reason not known or readily obtainable 23
^Expansion of RFC Lending Policy. Government Printing
Office, August 1949, pp, 28-29,
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Participation loans accepted by RPC are 1.2% of the number
rejected. The average number of applications made d\irlng the
period was 602 suid the number of participations accepted by
RPC was 73.
Other recommendations made by the Commission with regard
to lending to commercial enterprises Include: That RPC be dis¬
continued and that the Pederal Reserve banks be authorized to
guarantee loans to business enterprises made by private finan¬
cial institutions. Loan guaranty would preclude Pederal (Sompe-
tition with private lending institutions, while easing avail¬
ability of credit, and would have the virtue of using existing
credit channels. "Moreover it would place an additional credit
regulating device at the disposal of the system which is respon¬
sible for overall regulation of monetary and credit controls,"^
The assistance extended by RPC in many cases may even have
a negative value from the national point of view in that it
encourages the continuance of ventures which should have been
permitted to discontinue.
If the RPC is allowed to continue Its existence, the Com¬
mission recommends:
That the Corporation be relieved of all non-lending activi¬
ties — as residual war activities, etc.
That it engage only in lending to domestic businesses and
that foreign lending be transferred to Treasury Department*
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That loans be restricted by law to enterprises having a
national interest.
That the Corporation not be designated as a vehicle for
encouraging the organization of business enterprises.
That equity financing be discontinued, because borrower
default results in Government ownership of many small scale
business enterprises. It is not the function of Government to
take entreprenuers* risk.
That RPC be deprived of authority to enter Deferred parti¬
cipations so long as it is engaged in the field of direct
lending. (It is possible that they encourage the making of
undesirable loans because of bank's desire for profit.)^
To the above recommendation and criticisms the RPC gives
the following reasons for continuation of its present func¬
tions :
(1) The need for such an organization should a financial
crisis re*arlse.
(2) Useful functions performed to aid business.
(3) It costs government nothing as corporation has shown
an operating profit of $500,000,000 earned over the years of
its existence.
Direct loans have been adopted because of the tanwilllng-
ness or incapacity of private sources to supply credit to various
^Excerps from "Activities and Organization of Lending
Agencies of the Government — A Report With Recommendations,"
op. cit., pp. 93-123.
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segments of the national economy where and when the need arises.
RFC*s activities help level the peaks and valleys.
Nominal sources of credit have been retracting. The
number of applications for RFC loans Increased 100^ since the
first of the year.
To move the RFC to the Treasury Department would cause
sacrifice of the organization's present broad objectives as It
would have to bo subject to the same purposes as the department
that It Is under.^
Conclusions
That the RFC does not provide equity capital In the tra¬
ditional moaning of the phrase. "Equity capital Includes ori¬
ginal Investment In the firm and permanent additions to that
investment for expansion of the business."^ True equity re¬
mains to a certain extent with the firm throughout Its life.
The present average maturity for RFC loans to small business
Is 5 to 6 years. Actually, these loans provide for the use
of future profits presently since the loans must be repaid out
of profits. What RFC does then. Is to make It possible for the
smaller business to use Its future earnings In Its capital
structure now.
^"Reconstruction Finance Corporation Comments on Reports
of the Commission of Organization of the Executive Branch of
the Government," 0£. clt., pp. 113-123.
^Kaplan, A.D.H., Small Business: Its Place and Problems.
(1948), p. 140.
14
Loans made by the Corporation under the present act are
considered equity if the maturity is more than a year. Such
loans are used for expansion, refinancing of indebtedness,
machinery, etc.
Even thOTOgh the Act originally was established to aid in
the stabilization of business in general, small business has
come in for an increasing amoTint of attention.
Loans to business enterprises predominate in the current
business of RFC..,. To indicate approval of this condi¬
tion, the Congress approved addition of the phrase "To en¬
courage small business,"!
in its recent renewal of the RPC act.
There is a growing tendency for the usual sources of credit,
banks, factors, etc, to contract long-term credit in periods of
Instability, It would appear that RPC is the mainstay of busi¬
ness in troubled times.
The Act is continually being amended to meet current pro¬
blems and worth while criticisms. Apparently more funds are
made available as the need arises. "At December 31, 1946, the
Corporation had authorized 36,788 loans to business enterprises
(including participations with banks) in amounts aggregating
$3,107,764,791."^ Of this number 90.9 were for $100,000 and
less. This represents a 6.3 increase in the total lo^s made
available.
^Expansion of RFC Lending Policy. Government Printing
Office, August:1949, P» 98.
2Ibid., p. 8.
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The three principles proposed to guide RFC future lending
policy are: (1) It should not compete with private credit.
(2) Public welfare, the deciding policy of loans — not the
Individual. (3) Activities should be as self-sustaining as>
possible.
CHAPTER III
COMMERCIAL BANKS AS A SOURCE OF
EQUITY CAPITAL
Probably the most widely used source of borrowed capital
Is the Commercial Bank. It Is certainly one of the oldest.
Banks are Interested In earnings and loans are a soiirce of
earnings. They are therefore desirous of making as many worth¬
while loans as possible.
It Is easier for the prospective borrower to get a loan
from a bank that he has already established contact with In
his regular course of business. The bank already knows some¬
thing about him as a risk bearer, and a little about his busi¬
ness and problems. Most loans must be backed by soxmd securi¬
ty. Putting up sufficient security or collateral by the small
business, usually means mortgaging of all Its fixed assets.
The procedTire for obtaining a bank loan Includes, filing
of a loan application, a balance sheet, profit and loss state¬
ment, and proof of the applicant's character and personal
standing. The bank Is also Interested In the future possibili¬
ties of the business as demonstrated by Its past success In
realizing net profits.
In starting a new business, the lending Institution may
rely more on the proprietor's character and personal standing.
In the community. In addition, the economic status of the
business line entered, and profit possibilities for a now
16
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enterprise are considered In arriving at a decision on the
loan application.^
One of the newer and most satisfactory Instruments of
equity capital Is the term loan. Its use has become Increas¬
ingly Important since the earljr 1930’s and probably developed
from the decline In the market for long terra securities of
small businesses. Maturity on these loans ranges from 1 to
10 years.
An essential difference between term and other long term
loans Is Its emphasis on sustained earning capacity as against
collateral. A business needs to be In excellent financial con¬
dition when obtaining such a long as much of Its fixed and
liquid assets may be tied up.
All business loans at member banks, having an original
maturity In excess of 12 months are regarded as term loans
whether or not they are secured or unsecured and Irrespec¬
tive of borrower’s purpose In obtaining the loan. Term
lending Is a plan for several or Installment repayments
\mder a predetermined schedule.^
The loan plan Is adapted to the diversified needs of
borrowers. Shorter term loans, often used for the purchase of
machinery and,equipment,are secured by the goods. Longer term
loans are often unsecured, hence the care taken by the bank In
Investigating merits of proposed borrower.
^Francis M. Gerald, The Small Businessman and His Bank.
TJ. S. Department of Commerce (October, 1947), p. 4.
^Dtincan McC. Holthausen, "Terra Lending to Business by
Commercial Banks In 1946," Business Loans of Member Banks
(1947), p. 12.
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Many typ«s of borrowers use term loans, especially those
classes as medium-term loans* Use of the loan was apparently
accelerated during the beginning of the postwar period. Es¬
tablished firms that were reconverting to peacetime work, new
businesses, retail and service establishments, trucking firms,
commercial airlines, all were term loan users.
The largest ntiraber of loans wont to retail trade. In
dollar amounts, however, they represented only 8,9 of total
loans made as contrasted with 37,3 of the total number of loans.
Manufacturing and Mining accounted for 52,0 of loaned"funds but
accoxmted for only 14,6 of the number of loans made. This seems
to Indicate that retailors have a demand for a largo number of
smaller loans whereas manufacttirors and miners require a small
amount of large loans. The average loan to retailers la about
$6,000 and to manufacturers about $100,000,
Services are also large users of large ntunbers of small
term loans* Public Utilities account for 21,1 of the amovint of
total loans and 11,7 of the total nxmiber. Wholesalers and Sales
Finance companies are largely users of short term loans and
therefore use only small ntimbers of term loans.
That the vast majority of term loans are extended to
small business Is further anphaslzed by the fact that tenter-
prises having assets of less than $250,000 accounted for
90 per cent of the number of term loans outstanding or about
133,000, Althou^ these loans amounted to no more than
one-sixth of the dollar amount of term loans outiatandlng,
the term loan Is a well-established and accepted type of
transaction for making credit available to small businesses*^
^Op, clt,, p, 16,
3.9
About one-sixth of the number of small businesses borrow
from member banks. As of November 1946 about 2.9 billion
dollars In credit had been extended to small business. This
amount Is small In relation to total loans made by banks of
96 billion dollars. Reasons for this Include, availability of
credit from other soiirces. Inability of some concerns to meet
bank standards, limited resources of the average small business,
and small financial requirements of borrowers.
The cost of the loan to the business depends on the size of
the firm, size of the loan, "security and maturity of the loan
Industry of the borrower, corporate status and age of the con¬
cern, size of the bank, and geographical Influences."^
As the size of the borrower declines, rates on bank loans
tend to Increase. The average rate charged small businesses
Is &%• Some loans to small business were about the same as
those charged large businesses. Rates of or less were
charged to 20^ of the small businesses and to 40^ of the large
businesses.
Regsordless of the size of the business, as the size of the
loan Increases the Interest rate tends to decline. The relation¬
ship between large businesses and large loans, and small busl-
nesses and small loans Influences the average rate paid. As
most lal^ge loans are made to large businesses and small loans
^Richard Youngdahl, "The Structure of Interest Rates on
Business Loans at Member Banks," Business Loans of Member Banks
(1947), p, 49.
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to small businesses, it would appear that the more favorable
rates are granted large business.
A factor which also figures In the relationship between
size of the loan and rate Is the practice of larger firms of
establishing a line of credit upon which they may borrow. In¬
terest charge may be based on the entire line rather, than on
each loan.
Size of the bank also accounts for variations In Interest
rates. The most frequently used rate, 6^, was used widely by
both large and small banks.
As the size of the bank decreased, there was Increased con¬
centration of lending at the 6 and 5^ levels. Potit percent
Is another level at which loans tended to concentrate.
Average rates declined from 5.2^ at banks with total de¬
posits of less than $2,000,000 to 2.1 at banks with deposits
of over 500 million.^
The rate differences charged by large and small banks may be
due to the difference In types of borrowers and size and com¬
position of their loan portfolios.
There are marked rate differentials paid by firms In
various Industries. Bales Finance, wholesale apparel, public
utility, and man\ifacturlng Industries paid lower rates than
others. These differences may reflect size of the loans made
to Industries and "may not represent actual differences In
Interest"rates paid by borrowers of comparable size."^ Slightly
^Ibld., p. 55.
^Op. clt., p, 58
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higher rates are paid hy retailers of home ftirnlshlngs and con¬
struction firms. Highest rates were paid by public utility
companies. This is true for small companies but with larger
utilities rates tend to be average*
Unincorporated small businesses paid average interest
rates of 5.3 per annum, while incorporated businesses paid an
average of 4.7 per annum. It would appear that incorporated
businesses are favored bank customers. This may be due to the
tendency of incorporated businesses to be more successful con¬
cerns and therefore better credit risks. It is possible that
the corporate form of organization calls for better and more
accurate financial records thereby enabling the business to
convince the bank of its credit worthiness.
In 1946 old businesses paid an average interest rate of 5.1,
while new businesses paid an average of 5.4; this represents an
interest cost to the small new business of .5 more than to old
businesses. Old businesses are those which were established
before 1942, This holds true for all types of small business.^
The rate charged often depends upon the security put up
for the loan. Moat small businesses use secured loans. Larger
amounts can be borrowed on secured loans than on unsecured
loans. The mortality rate of small businesses is especially
high. Small businesses often cannot supply the detailed operat¬
ing statistics upon which banks must rely in granting credit.
^Ibid., p, 59
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Although the hank;grant a the loan, the use of security Is
added protection, "Secured loans amounted to less than half
of the total volume of member bank credit extended to business,"^
Securities most used by small businesses Include, real estate,
equipment, and endorsement. The rate tended to be lower on
secured loans thereby enabling those using them to borrow at a
lower coat.
About two-fifths of the bank loans to small business are,
unsecured. This shows the familiarity that often exists between
banks and small businesses. The banker often knows the manage¬
ment capabilities and future prospects of the small businesses
In his locality. This Is Important because many times, the
collateral that a business had tp offer would be Insufficient
backing for the loan.
For loans secured by stocks and bonds and life Insur¬
ance, small and medium-size establishments paid considerably
lower rates than for other loans. These types of security
are more easily appraised and reduce collection problems
to a minimum In the event of default. 2
Equipment secured loans are generally at hl^er rates, except
for public utilities whose equipment loans are normally at
lower rates.
One-fifth of the total loans to small business In 1946 were
term loans. Use of the term loan varied from one Industry to
^Tynan Smith, "Security Pledged on Member Bank Loans to
Business," Business Loans of Member Banks (1947), p, 32.
^Robert Youngdahl, "The Structure of Interest Rates on
Business Loans at Member Banks," Business Loans of Member Banks
(1947), p. 61.
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another. Tlhereas small public utilities used 40^ term loans,
wholesale trade used only 12^. Retail trade obtained one-
fourth of their loans on a term basis. Within the retail trade
classification from 14% to 32^ of loans to various typos of
retail stores were term loan users.
The average maturity period on term loans la from 1 to 3
years. Repayment methods range from equal Installments, over
the life of the notes to, single payment, serial payments, and
unequal Installments. 85.7 per cent of loans are paid in equal
Installments; 4*5 were paid in a single payment; 2.8 used the
Serial note; 0.1 paid in several notes; 0.6 were unclassified.
Those percentages apply to terra loans with raaturitios of from
3 to 5 years.
The throe guiding factors which determine type of security
used are "(1) the nature of the transaction being financed,
(2) the availability of alternative security, and (3) the busi¬
ness of the borrowing concern."^ The very small retailer will
probably not have stocks and bonds so If the loan Is to p\irchase
equipment, that equipment will probably have to sectire the loan.
The volume of credit extended to small business often de¬
pends upon the local pattern of business activity. The two ex¬
ceptions to this -are New Yoi^k and Chicago Federal Reserve
Districts, because large banks there tend to lend heavily to
^Charles H. Schmidt, "Member Bank Loans to Small Business,"
Business Loans of Member Banks (1947), p. 75.
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industries outside that area. As shown in Table 4 banks in
those districts held 3/5ths of the amount of term loans out¬
standing in 1946 and 40^ of the volume. Term lending appears
to be most widely used in the San Francisco District whore twice
as many loans have been made as in any other district. The
sizso of the loans tends to be smaller than in either the New
York or Chicago District. $11,000 to $94,000 for New York, and
$39,500 for Chicago. Loans in the San Francisco District,
apparently, were to retail trade, service establishments, and
to manufacturers in food and liquor industries. Bank of America,
largest commercial bank in the U. S. has probably accounted for
the remarkable showing in term lending in the San Francisco
District. Term lending in the New York and Chicago Districts
consisted largely of renewals to such industries as metal and
metal products, petroleum, coal, chemicals, and piiblic utili¬
ties.
In the Atlanta and Philadelphia Districts term lending of
member banks seems to be of least importance. Loans seem to be
consistently low with 1.7 of the ntimber in the Atlanta District
and 2.6 in the Philadelphia District.
Rate patterns seem to differ according to the district in
which the loan is made. Highest rates are paid in San Francisco,
Dallas, Euid Kansas City. Rates for Atlanta were the same as
those for the Dallas District. Lowest rates were paid by those
in the New York, Richmond and St. Louis Districts.
In 1939-40, when the small business situation was
25
Investigated by the Temporary National Economic Committee
of Congress, It was found that the restriction of the 1934
legislation had prevented solution of the equity capital
problem of small business, while the period of working
capital shortage had contributed to the flourishing de¬
velopment of high cost lending Institutions. The survey
emphasized the need of a greater entry of commercial bai^s
Into the small business field. This finding caused con¬
troversy at the time, although commercial banks were current¬
ly Increasing their term loans to large borrowers from an
estimated 217 million dollars made In 1938 to an estimated
1,352 million made In 1940.^
The main advantage of the term loan to business Is that It
permits concentration of debt, and In the event of trouble. It
Is easier to make an adjustment.
Spacing repayments over equal Intervals of time enforces
a certain amount of financial planning, and to some extent
minimizes the possibility that Insiifficlent funds will bo
on hand when loans fall duo.^
The small business that obtains a term-loan will probably
find It cheaper than other sources of credit available to him.
The obstacles to the Term Loan are:
Available collateral Is likely to be inadequate for a
term loan. The typical small business has a relatively
small amount of fixed assets In ratio to Its voliamo of
business. In terms of credit, this means that Its ability
to supply first-mortgage security Is limited.
The life prospect of the small business also Is a credit
risk. Various statistical samples have Indicated that the
life of the small business Is much briefer than that of the
larger* (Such statistics must be qualified; they often re¬
flect changes In the proprietorship rather than In the
actual business life.)
The future of the restricted market upon which the small
business rests Is difficult to foresee over time.
^Ernest J. Hopkins, "Long Term Needs of Small Business,"
Private Capital Requirements (September 1946),pp. 68-69.
^Charles H. Schmidt, "Member Bank Loans to Small Business,"
Business Loans of Member Banks (1947), p. 73.
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Earnings of small business are likely to be highly
fluctuant.. Fixed charges for debt requirement therefore
are likely to become delinquent at some time In the life
of a term loan, and considerable flexibility In retirement
terms, even In Interest payments. Is necessary If foreclosure
Is to be avoided.
The commercial banking system Is composed of many unit
banks and that most banks Interested In small business are
themselves relatively small. They must safeguard their
liquidity. Often the techniques of term loans to small
business are unfamiliar In their experience.1
Conclusions
Small businesses are the most n\xmerous of all business
borrowers at member banks, both largo and small. The extent of
the success of a business IS often influenced by the volume of
Commercial Bank credit available for their use. Terms and con¬
ditions under which these loans may be obtained are also of Im¬
portance.
Term lending Is to be regarded as the formalization of
lending practices which have been going on Informally for quite
some time.
A study taken from statistics showing the volume of loans
which have been made does not provide positive evidence of the
araoiint of availability of bank credit or the sufficiency of It.
Surveys made by Commercial Banks show the amotint loaned only.
Figures are not available to show the difference between the
amount of the loan requested and the amount granted. This
difference may reflect a lack of available credit or failure of
^Ernest J. Hopkins, "Long Term Needs of Small Business,"
Private Capital Requirements TWashington, 1946), p, 73-74.
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business to prove need for funds requested. It also does not
reveal whether the loan was based on soimd or unsound business
practices.
The amount of bank credit has Increased during postwar
years, and the Interest rates paid by new businesses established
since 1942 have also Increased.
The volume of available credit Is dependent upon the local
business conditions of the district In which application for
fxmds Is made, with the possible exception of the New York and
Chicago Districts.
The basic difference between term and other loans Is the
emphasis on sustained earning capacity as against collateral.
CHAPTER IV
PROBABILITY OP LEGISLATION TO AFFECT
AVAILABILITY OF EQUITY CAPITAL
Suggested aid to make more capital available takes many
forms. They range from tax decreases to the formation of
capital banks. That Congress Is partially Interested In the
capital problem Is evidenced by the many committees now in¬
vestigating and forming more proposed legislation to help the
small businessman.
According to an Associated News Report, the President Is
considering addlpg these two devices to his legislative pro¬
gram for the present session of Congress. They are:
1. Federal loan Insurance — similar to PHA financing —
to reduce the risk of private banks and other lenders in apply¬
ing funds to small and local businesses.
As tentatively drafted, the plan would need no direct
Federal outlays. Part of the Interest on each loan would be
fed Into a government held insurance "f\md," out of which any
losses would be paid.
2. A law to permit banks and loan associations to pool
Idle resources In "capital banks" In various cities. These
regional investment banks would buy the stocks, bonds or notes
of small firms,^
^"Seeks Aid For Small Business," Atlanta Constitution.
April 16, 1950, p, 2,
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"The Joint Committee on the Economic Report" in its study
of the Volxirae and Stability of Private Investment have called
before it scores of businessmen, economists, and others in¬
terested in small business finances to testify as to the extent
and possible solution of the problem.
The Sub-committee on Investment of the J. C, of the E. R,
have given the following suggestions for legislation:
(a) Creation within the present Banking System of special¬
ized capital institutions empowered to make long term loans or
purchase the securities of small and medium sized fims. Some
typo of tax incentive may prove to be sufficient inducement,
(b) Government sponsorship of a system for spreading
business risks through contributions to what might be called an
Insurance reserve fund covering business loans or business
equities \mder appropriate safeguards,
(c) The cooperation of existing institutions ro-oxamlnlng
their traditional policies in the light of contemporary needs
and circtamstances,
(d>) Amendment of the Reconstruction Finance Act to permit
more effective aid in dealing with the specific problems of
small business,
(e) Establishment, under governmental supervision, of a
system of cooperation to supply small business capital needs.
Prom all sources, — committees, — organizations — in¬
dividuals come plead for tax reform, "They" say that this is
the cause of the problem suid individual arguments for the tax
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reform are In the hundreds. Generally, all of them come tinder
two headings: (1) Incentive taxes which would encourage invest¬
ment and (2) General revision of present corporate and business
tax laws.
The present corporate tax law has been criticized from all
angles as a sales tax and a deterrent to investment. It sup¬
posedly permits the government to share in profits but unequally
in losses. Debt financing rather tiian equity financing is said
to have been encouraged because of tax free interest on debt
and double-taxed dividends on equity returns. Corporations are
reportedly reluctant to invest in equity funds because taxes
lower the return on Investment.
To remedy this four broad recommendations have been made:
(a) Elimination of corporate Income tax and taxation of
capital gains whenrrealized or at the time of stockholders
death: One of the difficulties of this proposal is that it
might enable stockholders to postpone tax payments on undivided
profits throughout their lifetime, and as such would heavily
discriminate against other forms of saving.
(b) Treatment of corporations like partnerships for pur¬
poses of taxation. Although this approach might be feasible for
small closely held corporations, it would present Insuperable
administrative problems for the large corporation with thousands
of stockholders and complex financial structure.
(c) Treatment of corporation income tax as a withholding
levy: The dividend recipient would be permitted to credit the
SI
tax paid on distributed income to personal income tax liability;
where necessary the Treasury would make income tax refunds.
(d) Deduction of dividends from corporate income tax base:
A moderate tax is proposed on undistributed profits, but the
corporation would be allowed to deduct dividends, either partial¬
ly or fully from taxable income*^
In his tax study for the CED, Professor Harold Graves,
suggested that if corporated laws were modified that small busi¬
nesses be given special consideration for reinvested earnings
and that small corporations be permitted the same treatment as
partnerships if they so desire.
It has also been suggested that corporation law be amended
to permit the chartering of "public” and "private" corporations.
Public corporations would advertise on the national security ex¬
changes and be taxed like corporations; private corporations
would use only local sources of finance and be taxed as part¬
nerships. The ^importance of this suggestion is that it avoids
distinguishing between small and large business.
Before 1936 dividends were subject to surtax only, and ex¬
empted from normal tax. Pigrires are not available to prove
whether this did or did not^encourage Investment. The high
Investment in stocks during the twenties was probably encouraged
by the much more favorable treatment of taxes on higher Incomes.
On the other hand the greater demand for distribution of earnings
^Op. felt,, p. 7
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may have forced business to rely on outside sources of funds.
No general conclusions can bo drawn from this because It Is
difficult If not Impossible to disentangle taxes and their
effect from other economic factors.
An Income tax credit to the shareholder, or the deduction
of dividends from teucable corporate Income are the most probable
of the four corporate tax rocomraondatlons. It is not likely
that corporation taxes will be completely eliminated or that
corporations will be treated as partnerships. The relations
between a corporation and Its stockholders Is entirely dif¬
ferent from that of partners In a partnership. The closeness
of partners Is absent.
If the corporation were used as a source of collection of
Individual taxes as staggested by CED the effect on management
(economic) would be the same. The effects on supply of equity
capital derived from earnings would be the same. It would still
cost Just as much to finance by bond Issues. The existing
criticism of corporate Income tax, that It may be passed on In
higher prices and lower wages will still be present. The net
effect of this would be only to Increase high bracket Incomes
which would not necessarily effect the supply of equity capital.
The great naimber of such Incomes In 1920 did not supply the
Important part of financial needs.
The dividend-credit plan ml^t be more favorable to invest¬
ment than the present corporate tax law, but whether It wotild
Increase the supply of equity capital Is not determinable.
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Detot financing might be reduced as dividends would also be
tax free. The higher dividend return would result in more out¬
side ftinds. On the other hand tax free dividends would increase
the demand for them and would decrease the amount of retained
earnings> always an Important source of corporate fxmds.
Another factor, the business cycle, is a determinant of
the effect of the dividend-credit plan. During threatened in¬
flationary periods in order to keep things on an even keel, it
might be necessary to tax retained earnings at a high rate in
order not to contribute to the boom period. In depression
periods when funds are lower, a change in the tax rate would
hardly affect Investment at all.
As has been stated, to increase outside equity funds and
on the other hand decrease retained earnings is of little bene¬
fit to company finances. Even if investment is stimulated in
good times, it will probably result in overinvestment in boom
periods and tinder Investment in other times and the net result
will be the same as at present. In the long-run the adoption
of such a plan would probably favor the larger corporations at
the expense of small business which would still have limited
access to the capital markets.
One of the often heard criticisms of the tax is that the
government shares equitably in the gains of a company but un¬
equally in the losses. Revision of this policy might Increase
investment because if losses were also shared this would act as
Insurance against failure and at a cheaper rate than could
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otiierwlse be obtained.
An annual tax rate seems basically tinfair to certain in¬
dustries. Two types most heavily affected are those with
volitlle Income, and those which require a heavy investment in
fixed assets that take several years to pay off. There are at
least two ways to remedy this; by figuring taxable Income as a
moving average; and by provision for carry-back and carry¬
forward of business losses.
Under the moving average, in a long enough period the tax
rates for all industries would bo equal. This method would
present an administrative problem though,as the books would
never bo closed. Carry-back and carry-forward losses are also
averages (of good and bad periods) but the administrative pro¬
blems would be lacking.
The carry-back of losses would discriminate against now
firms who could not take advantage of this, and make it diffi¬
cult to make out current statements. The carry-forward of
losses works against the cycle by increasing investment in in¬
flationary periods and doing little during depression periods.
For this reason it might be better to stimulate investment
through direct tax laws rather than discriminatory regulation
of existing legislation.
Flexible income-tax credits a method whereby investors would
bo given a tax deduction for ftinds invested. The government
would establish a variable percentage plan according to business
outlook. In good tlraos the percentage allowed would bo lower
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than in depression periods* These adjustments wotild be made
quarterly* This amounts to a government subsidy as the govern¬
ment would be paying a portion of the cost to the Investor*
Germany tried flexible Income-tax credits between 1931-
1933 and found that It did not appreciably affect Investment
when earnings were very depressed*^
The proposal would require admendment of present Income
tax laws to permit the flexible credit. Care would have to be
taken In writing such an amendment to attain a desirable balance
between corporate and non-corporate Investors, kinds of business
and Investment* It Is possible to favor one Industry at the
expense of other, for example those Industries requiring high
capital costs per unit of output* It would be desirable to set
different percentages of credit for different categories of
Investment otherwise It would seem to be more suited for de¬
pression periods only, or If It wore Intended to benefit those
Industries which require an extra amoiint of capital* The amend¬
ment would Include: an allowance for funds Invested, adminis¬
trative flexibility of taxes for purposes of stabilization, and
negative taxes when credits would exceed the tax*
How much effect this will have on Investment Is not known
but If times wore favorable considerably more Is likely to bo
Invested than tax revenue lost* Additional outside equity
capital will probably be attracted and present Investors may
^Op* clt*. p* 1*
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Invest more ftinds.
Beneficiaries might he put In a position to Increase
their debt without worsening previous debt/equity and liquid¬
ity ratios. Corporations now owe about $100,000,000,000,
half of It long term. Total stockholders* equity (net
worth) Is roughly $190,000,000,000, Maintaining the debt/
equity ratio at the present (relatively low) level, then,
would pemlt $1 of new net borrowing for every $1.90 In¬
vested In equity. 1
Capital gains Is Important as a possible deterrent to In¬
vestment. As enterprises grow and become self-sustaining or¬
dinarily Individuals would withdraw those f\inds and reinvest
them in new enterprise. The capital gains tax lessens the with¬
drawing of funds from old businesses and consequently curtails
the Investment of funds in new business. In other words, *'lt
alowa down the velocity of at which private venture capital la
turned over."
Suppliers of risk funds in the higher tax brackets (exceed¬
ing 25^) can sometimes take advantage of this rate by putting
new money Into existing enterprises In exchange for stock or
accepting payment for services rendered In stock.
Among the economic factors which exert a profound In¬
fluence upon the investment of venture capital, upon sta¬
bility of employment, and upon the general level of pros¬
perity, hardly any one Is more important than the treatment
of depreciation allowances under the Income tax laws.^
Business looks at depreciation. In the light of the recovery
^Jolnt Committee on the Economical Report, Factors Affect¬
ing Stability of Private Investment. Government Printing Office,
1949, p. 154.
^Frederick S, Blackall, Jr., (Testimony before the House
Ways and Means Committee), Hearings on Revenue Revisions, 1947-
48, p. 1351.
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of its Investment* This is regarded as the basis of the contro¬
versy between the Bureau of Interns^. Revenue and business*
It is claimed that the long period of depreciation required
by the government results in the overstatement of profits* The
useftil life of the asset is probably much less than the one
granted for taxation purposes which creates obstacles to the
modernization of plant and equipment* To the amoimt of the
overstatement an erroneous amount of profits available for dis¬
tribution might be seen by stockholders and create demands for
more payments to them, or by labor which would ask for more
wages, and the government which would demand more taxes* Busi¬
ness argues that when it does not get back its investment tax
free capital, not Income, is being taxed* Burden of proof rests
on the businessman who must show that the depreciation period
la too long* This often difficult to do since the asset must
be kept through the period* Thus, Investment in newer assets
is delayed longer than necessary* Even though a new machine
is needed, there maybe a tendency to keep it if the value on
the books is still high* Failure to allow adequate depreciation
may not only restrict but may also delay investment in needed
capital assets.
Present laws with regard to depreciation are regarded by
some as especially unfavorable to small business* Long term al¬
lowances for depreciation apparently do not allow a sufficient
deduction for taxes* If a loan is made from a bank to purchase
a depreciable asset, it is usually for a much shorter term than
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the accepted depreciable life of the asset which, it would
appear, makes a part of the tax come from capital instead of
earnings. It is possible for a new invention to come along and
make the old processes used by a business obsolete. Accele¬
rated depreciation might make the business be in a much more
favorable position because it would have recovered more of its
investment.
Objection is also given to the pperation of the law and
its administration as follows:
Proper recognition is not given by the Treasury to sub¬
stantial increases or decreases from normal use in any
particular year.
If a taxpayer suffers a loss in 1 year, or his income
before depreciation is less than his depreciation, ho falls
to get any benefit from the depreciation and ho should not
be required to deduct it.
Depreciation should be based on replacement cost rather
than original cost.
The dollar has so lost its value between the time when
most business assets were acquired and the present, that a
complete revaluation of assets is necessary in order to show
their present realistic economic value.1
Section 102 of the Internal Revenue Code (which Imposes a
surtax on corporations improperly accumulating surplus) creates
a problem for businesses that plan to replace retained assets
with profits. It is possible that the tax slows down gathering
of necessary funds, and in some cases discourages their retaln-
ment for this purpose.
To remedy the many problems created by our present
^Roy Blou^
(Chicago, 1945),
,”The Case Against Tax Reduction", Taxes
Vol. 23, p. 696.
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depreciation policies a suggestion for Improvement Is:
More Freedom to business
Each business should bo allowed to follow for tax purposes
the depreciation policy that best suits Its needs* It Is a
near Impossible job for the Bureau of Internal Revenue to es¬
tablish a system that would be equitable for all business. The
only requirement to be made would be that the firm stick to a
recognized depreciation method. Burden of proof should bo
with the Bureau Instead of taxpayer*
Conclusions
It Is possible that our present tsuc laws are a deterrent
to Investment* Double taxation of corporation dividends as con¬
trasted with tax-free municipals, and the broad field of mutual
companies, lead Investors toward debt Investments*
Funds tend to bo more Institutionalized, flowing Into
debt rather than equity capital* Suggestions made to remedy
this Include; diversion of Institutional funds Into venture
capital* This could be safely done as common stocks are not
the only Investments to be made In ventTire capital* Some of
the funds that have been put Into larger corporations and trusts
could be wisely put Into smaller firms with an even greater
degree of safety duo to the higher, or just as high, quality
of some of their assets*
Another approach to the problem Is to expand existing
capital markets, which would moan an adjustment of the securities
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market to the level of the middle Income man. This would In¬
volve development of a safer security, selling at a moderate
price, with an all out sales effort to Interest the prospective
investors. An example of this was the campaign latinched by the
government during the war emergency period to sell bonds.
Revision of tax laws that affect Internal affairs of com¬
panies may take possible greater retention of earnings. Re¬
tained earnings ploughed back into firm have always been a
good source of equity capital.
Of all the proposed legislation and suggestions for re¬
visions of present laws, the most likely to be made law la the
plan for Federal Loan Insurance. The successfulness of such a
guarantee plan has already been demonstrated by the RPC and
the Federal Reserve Act, Sec. 13b, "when 10.3 billion dollars
is commercial loans to war producers were guaranteed through
the agency of the Federal Reserve System with a loss ratio of
only 0,06 per cent,"
CHAPTER V
CONCLUSIONS
There are two main institutional sources of equity capi¬
tal, the Reconstruction Finance Corporation and Commercial
Banka. Reconstruction Finance Corporation makes direct loans
and participation loans with some success. The participation
loan Is a guaranteed loan In reality and Is looked upon quite
favorably by participating banks. As a matter of fact, RFC has
no authority to make loans \inless they are not available from
other sources, principally Commercial Banks.
The amo\ant of funds available for all RFC lending is
presently $2,500,000,000. In 1946, outstanding loans to small
business were:
Direct loans and Immediate participations $57,814,000
Deferred participation loans purchased $13,582,000
Expansion of the Corporation’s lending powers have been
proposed in legislative Bill 2344. This would provide for the
extension of the amount of funds available from $2,500,000,000
to $500,000,000,000, and eliminate the present ten year limit
on loan matiirlty.
The Hoover Comission has recommended the elimination of
equity loans to small business. The Corporation replies that
nominal sources of credit have been retracting euid such an




The oldest and most widely used source of losuis to busi¬
ness Is the Commercial Bank. On November 20, 1946, the total
amoxmt of credit extended to business was 2.9 billion dollars,
and the total n\imber of loans was 514,000. This credit was
extended to retailers with assets of $50,000 or less, wholesalers
with assets,of $250,000 or less, and manufacturing and mining
concerns with assets of $750,000 or less. The average size of
the loans made was $5,000 and bora interest at an average rate
of 6/^. Secured loans were secured by equipment, endorsed or
co-maker note, plant and other real estate, or inventories.
The largest per cent of dollar voltxme of credit was extended
to manxifacturlng and mining concerns. ®ae largest number of
loans was made available to small retailers.
The term loan is more Important to business than is com¬
monly supposed and has been used extensively by business since
its creation. It is one of the newer forms of long-term loans.
Typical loans have been made mostly to tinlncorporated concerns
established since 1942. The Importance of the term loan^i as a
source of capital to business arises from the fact that it enables
a concern to finance itself out of future earnings.
The two most widely used sources of borrowed capital avail¬
able have been analyzed and it is apparent that some additional
method of aid for small business is necessary. Congressional
concern over this need is partially indicated by the more than
150 bills proposed within the past few years to aid business
financially.
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Formerly, most of the capital for the new concern was ob¬
tained from relatives, friends, and the savings of the pro¬
prietor. Funds for expansion were often obtained from retained
earnings but taxes have reduced both earnings and savings as
dependable sources. Therefore, most of the proposed legis¬
lation comes under two headings: (1) Incentive taxes which
would encourage investment and^C2) General revision of present
corporate and business tax laws.
The most recently proposed aid and the most likely to be
put into effect, is the Guarantee loan plan, presented to
Congress by the President, as formulated by the Department of
Commerce Small Business Committee and known as the Bimson Plan.
It provides for federal loan Insurance, similar to PHA financ¬
ing, and it would reduce the risk of private banks and other
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TABLE 1
TERM LOANS OP MEMBER BANKS TO SMALL
BUSINESSES
November 20, 1946, By Business of Borrower











Retail trade, total 46.6 23.2
Food, liquor, tobacco, and dr\igs 22.3 31.9
Apparel, dry goods, and department
stores 3.4 14.2
Home Furnishings, metal products, and
building materials 6.6 15.4
Autos, parts, and filling stations... 8.7 25.9
All other. 4.5 17.5
Miolesale trade.... 8.6 11.8
Mantifacturlnpt and mlnlnst. total 17.2 17.1
Food, liquor, and tobacco. 2.1 15.2
Textiles, apparel, and leather 1.2 8.4
Metals and metal products..... 4.6 18,8
Petroleum, coal, chemicals, and
rubber 1.6 14.2
All other 7.8 20.8




All other 6.9 23,4
114.3
All business erouns 22.2




AVERAGE INTEREST RATES ON MEMBER BANK SMALL BUSINESS












Endorsed or co-maker 3.7 5.5
Inventory. 3.1 4.8
Equipment. 4.4 6.3
Plant and other Real Estate 4.3 4.8
Stocks and Bonds 2.7 3.8
Accounts Receivable 4.5 5.5





Other security. 2.6 5.2
All tvoes 2.9 5.2
Source: "The Structure of Interest Rates on Business Loans At
Member Banks," Business Loans Of Member Banks. Taken
from Table 15, p. 62.
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TABLE 3
AVERAGE INTEREST RATES ON MEMBER BANK SMALL BUSINESS LOANS,
NOVEMBER 20, 1946, BY FEDERAL RESERVE DISTRICT





New York. 2.3 4.8
Philadelphia 3.1 5.2
Cleveland 2.9 5.2
R1 r.hmnnd ................................. 3.3 5.0
Atlanta. 3.5 5,0
Chicago 2.7 4.9
St. Louis 3.1 4.9
Minneapolis 3.2 5.2
Kansas City 3.6 5.7
Dallas. 3.7 5.7
San Francisco. 3.8 5.8
All districts 2.9 5.2
Source: "The Structure of Interest Rates On Business Loans At
Member Banks," Business Loans Of Member Banks. Taken
from Table 13, p. 60.
53
TABLE 4
TERM LOANS OF MEMBER BANKS TO BUSINESS, NOVEMBER 20, 1946,
BY FEDERAL RESERVE DISTRICT























Amt. No. Amt. No.
Boston $ 240 9.2 5.3 6.4 32.1 18.3
Now York 2,022 21.5 44.4 14.9 43.8 18.8
Philadelphia.. 115 4.9 2.5 3.4 20.4 12.2
Cleveland..... 333 9.3 7.3 6.4 39.6 17.8
Richmond. 116 7.1 2.5 4.9 23.4 16.8
Atlanta 79 6.5 1.7 4.5 14.0 25.6
Chicago 740 18.7 16.2 13.0 40.2 24.4
St. Louis 135 6.6 3.0 4.5 24.6 22.7
Minneapolis... 59 5.1 1.3 3.5 25.0 25.6
Kansas City... 103 6.7 2.3 4.6 24.5 19.3
Dallas 138 7.6 3.0 5.3 21.2 17.3
San Francisco. 479 41.3 10.5 28.6 28.0 33.3
All Districts ife4.558 144.4 100.0 100.0 34.4 21.5
Source: "Terra Lending to Business By Coraraerclal Banks In 1946,"
Business Loans of Meraber Banks*
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